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PEATURE 


Portugal: Bank of Portugal Independence Seen Threatened 


Bank of Portugal Governor Miguel Beleza and his deputy Bagao Felix 
resigned during the veek beginning 20 June and were replaced by State 
Secretary for Finance Antonio de Sousa and Bank of Portugal board member 
Costa Pinto. Reactions reported in Portuguese media noted the 
controversies leading up to the change in leadership and focused on the 
possibility that the Bank of Portugal’s independence--an important criteria 
for EU Economic and Monetary Union--may have been compromised in the 
process. 


According to an article in the 25 June Lisbon weekly SEMANARIO, 
Beleza’s resignation, rumored and postponed various times, vas motivated by 
"constant disagreement” on monetary policy with the Finance Ministry. 
Beleza was also at odds with Finance Minister Edouardo Catroga, as vell as 
vith the Bank of Portugal’s board members, over the privatization process 
for the Totta bank. According to this article, the friction between 
Catroga and Beleza led the latter to submit his resignation several months 
ago, which Prime Minister Anibal Cavaco Silva first refused to accept but 
finally did. The article added that Beleza’s resignation capped “one of 
the vorst veeks of instability in the Portuguese markets." 


An article in the 25 June Lisbon veekly EXPRESSO criticized Beleza’s 
departure and claimed that instead of resigning, Baleza vas forced out by 
Cavaco Silva. The article noted that by replacing Baleza rather than the 
bank’s board, Cavaco Silva did not follow customary procedures for 
resolving internal conflicts in the Bank of Portugal. The article claimed 
that Cavaco Silva’s intent in replacing Baleza vas to establish a “perfect 
harmony” betveen the Bank of Portugal and the Ministry of Finance. 
Hovever, Beleza and Felix’s denarture vas not “peaceful,” the article 
contended. While the two men had threatened to resign if the government 
refused to replace some of the members of the board, “reliable” sources 
claim that they never submitted formal resignations, making this departure 
more of a dismissal by Cavaco Silva. 


Bank Independence Questioned 


Reported close to Cavaco Silva, de Sousa vill have to overcome the 
impression that the Bank of Portugal was “taken over by the government,” 
the article continued, commenting that the task should not be difficult for 
the "discreet" and able university professor, who rose rapidly in the ranks 
of government service. However, his deputy, Costa Pinto, who is 
experienced in monetary policy issues, is nov considered the "strong man” 
in the Bank of Portugal despite his one-year tenure on its board, according 
to the article. 


Indications are that the central bank was “governmentalized,” Virgilio 
Azvedo vro\? in the 25 Jume EXPRESS®. Azvedo argues that the proof is in 
the government's attempts to interfere in the bank’s quarrels--Baleza had 
previously argued vith former Minister of Finance Braga de Macedo--as vell 











as the fact that the Ministry of Finance’s “number tvo" man, de Sousa, vas 
chosen above nongovernment replacement candidates. Azvedo concluded that 
the new bank administration may get along better now but its level of 
independence vill be revealed by the measures de Sousa adopts to achieve 
currency stability. 


Opposition Reacts 


An article in the 25 June SEMANARIO reported that opposition parties 
unanimously blamed the government for Beleza’s resignation. The article 
quoted Socialist Party (PS) official Ferro Rodrigues as highlighting the 
"contradictions" in the economic policies of Cavaco Silva, who attempted to 
maintain currency stability and lover interest rates at the same time. 
Cavaco Silva’s Social Democretic Party (PSD), Ferro Rodrigues contended, 
wants to avoid the risk that political difficulties stemming from the 
bank’s independence may affect the 1995 legislative elections. The article 
also cited Communist Party (PCP) official Octavio Teixeira as expressing 
the fear that the government vill use Beleza’s resignation to “distance 
itself from its own policies.” Center Social Democratic Party (CDS) leader 
Marana Coissoro stressed that Beleza’s fall was proof of the bank board’s 
“great fragility” stemming from the government’s “constant interference." 
{Rosa M. 733-6287) 


EU To Help Russia Privatize--The EU announced on 4 July that it was 
launching a project worth $12 million over 18 months destined to aid i2 
privatized Russian companies to reorganize and to find new investors, an 
article in LE FIGARO reports. Financed by the TACIS program, the 
initiative follows the framevork of G-7 efforts to help the former Soviet 
Union convert to a market economy. The 12 companies vill benefit from 
private expertise provided by two consortiums of consulting companies 
vorking during three to eight months with the staff of the Russian firms. 
One consortium is headed by the McKinsey company and includes Germany's 
Trust Agency, Britain’s Morgan Stanley, and Russia’s University of 
Management and Marketing. The other is led by the Arthur D. Little group 
in alliance vith Spain’s Idom, Britain’s Warburg, and the Russian Center 
for Privatization and Foreign Investment. 





The project has called for proposals from Russian companies to 
participate in the financing and, among 150 responses, six companies have 
already been chosen either because of their industry, their locality, size 
of their vorkforce, or their potential. They include a tire factory in 
Tula, a radio-television station in Alexandrov, a refrigerator company in 
Krasnoyarsk, an adhesives company in St. Petersburg, and tractor and 
furniture firms in Moscow. Six other companies will be announced before 
the end ot the month. "Ve need know-hov, advice on reorganization, nev 
capital,” stated Maxim Boyck>, the director of Russia’s Privatization 
Office. “But we do not have the environment for it. We have neither a 
stock exchange, nor bankruptcy procedures, nor a legal system for private 
companies. Ve need to find strategic partnerships in Russia and abroad." 
(Dian I. 733-6286) 

(Paris LE FIGARO Le Fig-Rco supplement in French 5 Jul 94 p IV) 














Audiovisual Industry Asks For Financial Support--Tvo conclusions can be 
drawn from the audiovisual industry conference which ended on 2 July in 
Brussels, according to Marc Paoloni writing in LA TRIBUNE DESFOSSES. 

First, the participants in the conference, vho met to advise the EU 
Commission on proposals to s«tbmit to the Community in October, decided that 
the EU directive Television Without Borders vas not worth fighting over and 
secondly, to meet the “menace” of international competition--primarily from 
the United States--and technology changes, the EU audiovisual industry must 
have “substantial” financial support. 





The members of the conference acknowledged that the industry receives 
some help from the Media program and the Eurimages funds but they denounced 
the veakness of the aid. While they all agreed on the need for a Europe- 
wide aid package, they did not agree on how it should be financed. The 
participants distanced themselves from the proposal to tax audiovisual 
business activity and disburse the funds on an EU-wide basis. Furthermore, 
an influential spokesperson on audiovisual issues, former French Culture 
Minister Jack Lang, backed off the idea of taxing imported films. The 
proposal that remained was to finance the aid through the EU budget, for a 
sum of 1-1.5 billion ECU’s (European Currency \Inits), or 1 percent of the 
total budget. 


The participants distinguished between television, for which it agreed 
aid could take the form of “premiums for non-national programs,” and the 
cinema, over whose aid there was a vide variety of opinion. The majority 
of the members vanted the cinema industry to have the advantage of lov-cost 
loans or reimbursable loan guarantees, as vell as increased subsidies for 
education, reorganization, and encouraging European vorks. All agreed on 
the need tu deregulate communication netvorks, although the French 
representative Bernard Miyet noted that deregulation vas “not desirable 
when it was a question of services offering programs vith cultural impact." 
Finally, the conference supported the 1989 audiovisual directive even 
though there vere several suggestions to change it. (Dian I. 733-6286) 

(Paris LA TRIBUNE DESFOSSES in French 4 Jul 94 p 14) 


Single Currency Design Selection Near--An article in LE FIGARO reports 
that the competition to choose the design of the EU’s future single 
currency is currently taking place and the winning design will be announced 
by the EU Parliament at the beginning of 1995. Sylvia Bourdon, president 
of the Graphic Competition for the ECU (European Currency Unit), prese ted 
to the Parliament the submissions of the finalists in the design 
competitior, on 4 May and these designs are now appearing in EU meriia. The 
graphic de“ign contest winds up Bourdon’s six-year initiative and will 
culminate in a popular vote via television on the designs. 





National organizations throughout the Community as vell as the EU 
Commission and the Economic and Monetary Commission of the EU Parliament 
have supported and subsidized Bourdon’s project. Hovever, tvo important 
officials have not yet approved the design contest: Jean-Claude Trichet for 
the Bank of France and Hans Tietmeyer for the Bundesbank. Bourdon hopes to 
convince them through the good ofi.:ces of Alexandre Lamfalussy, president 
of the European Monetary Institute, who is currently studying the issue. 
(Dian I. 733-6286) 

(Paris LE FIGARO Le Fig-Eco supplement in Fresach 5 Jul 94 p XI) 

















BU Insurance ‘Single Market’ Established--An article in LE FIGARO 
reported that as of 1 July, all EU insurance companies may do business in 
any other member state without having to have approval in each. The 
permission to do so rests on the mutual recognition by member states of 
each cthers’ approval and oversight of insurance companies. Approval 
granted by the originating country vill in the future be the only one 
necessary. The article noted thai the new insurance provision is identical 
to the EU’s regulation for the banking industry. 





A key element in the EU insurance regulation is the change it vill 
bring to rating and policy control systems. All methods of "prior control" 
are now forbidden. Only a “a posteriori and nonsystematic" control of 
policies can be exercised by a member state. The only exception to this 
rale concerns credit insurance and health insurance subscribed to in place 
of social welfare benefits. Additionally, application of the directive for 
life insurance vill be limited because life insurance is taxed differently. 


In 1992 the EU adopted three "coordinating directives” on insurance 
which obligated member states to enact them into national legislation 
before 31 December 1993, the article reported. Five countries have already 
done so and others vill do so in a few days. Only two countries have not, 
Greece and Spain. According to the EU commissioner for insurance, Italy’s 
Raniero Vanni d’Archirafi, the Commission intends “to use all methods at 
its disposal so that all states vill comply as quickly as possible with the 
directives.” (Dian I. 733-6286) 

(Paris LE FIGARO Le Fig-Eco supplement in French 2, 3 Jul 94 p II) 


Accounting Profession Reformed, Opened to Poreigners--The EU Parliament 
has just adopted a reform of the accounting profession, which conforms to 
EU directives and GATT regulations by opening the profession to foreigners, 
reports Jacques de Saint-Victor in LE FIGARO. The reform vill standardize 
the profession--now shared between accounting experts (akin to the U.S. 
Certified Public Accountant) and university-degreed accountants and 
bookkeepers--over the next three years, accor« ng to president of the 
Accounting Profession Order, Rene Ricol, who stated that he was satisfied 
vith the reform. 








Hovever, the most important aspect of the reform is the extension of 
its mission by allowing accountants to function “in all ways" like a 
company. This "externalization" of the accounting profession rests on 
provisions of the reform which reinforce the independence of accountants, 
permits them to exercise all forms of consulting activities, and allows 
them to own up to 100 percent of consu'ting companies compared to 10 
percent today (paralegal consulting companies are excluded). Furthermore, 
the reform vill allow accountants to represent their clients before 
government officials, especially tax authorities, increasing their 
influence as tax advisers. (Dian I. 733-6286) 

(Paris LE FIGARO Le Fig-Eco supplement in French 5 Jul 94 p IV) 








FRANCE 


Giscard Advocates ‘Massive’ Labor Cost Cut--Union for French Democracy 
(UDF) president and former President of France Valery Giscard d’Estaing, 
proposing an economic plan which vould “ove France into the 21st century,” 
has advocated an “immediate, massive, and permanent" 30-percent decrease in 
labor costs and an offset raise in value-added taxes (VAT) to return the 
country to a 5- to 6-percent unemployment rate in five years. In so doing, 
Giscard has gone beyond the more movcerate plans formulated by fellow 
conservative presidential contenders Prime Minister Edouard Balladur and 
Rally for the Republic (RPR) head Jacques Chirac. In proposing his plan, 
Giscard claimed that there is a need for a “great change in monetary and 
economic policy” in the country and that next year’s presidential election 
should be decided on the basis of unemployment: plens rather than on 
primaries. 





Giscard’s plan calls for reducing social welfare payroll taxes and for 
offsetting the lost revenue by increasing the VAT from 18.6 percent to more 
than 20 percent. The plan wi)l cost 150 billion francs (Fr) to Frlé60 
billion and will be targeted at the 1.6 million unskilled laborers who are 
at risk of being permanently excluded from the labor market because of the 
excessive cost of labor, as typified by a minimum vage which pays only 
Fr4,800 per month but costs the employer Fr8,000. Giscard claims that such 
a tax increase vould have the advantage of affecting imports as much as 
domestic products. He cites that each l-percent increase of VAT vould 
bring in around Fr26 billion. 


The article claims that Giscard’s program vill have difficulties on 
three fronts. First, a raise in the VAT vill affect prices and purchasing 
pover. Secondly, the EU’s harmonization process is trying to reduce member 
state VAi rates rather than increasing them. Lastly, there is no unanimity 
even within the UDF in favor of this policy at a time when the governing 
coalition parties are trying to decide whether or not to present a united 
presidential electoral slate. (Dian I. 733-6286) 

(Paris LES ECHOS in French 4 Jul 94 p 3) 


‘Targeted’ Economic Information Network Planned--The french Center for 
Foreign Trade (CFCE), with the help of the U.S. Andersen Consulting 
company, vill jointly create a personalized information service for 
companies, reports an article in LES ECHOS. Engaged for the last 18 months 
in refocusing its primary mission, vhich is the exploitation of 
information, the CFCE wants to become “the economic intelligence center of 
French companies,” claims CFCE head Francois Doubin. He adds that 
"information is more and more a major strategic component of a company’s 
life” but that “French companies only have a moderate interest in it 
compared to the Americans, the Japanese, and the Germans." Noting that it 
is “the excess of information which is submerging companies and causing 
problems,” Doubin an3 Andersen Consulting head Gerard Van Kenmel state that 
the service vill render information more “operational.” 





The system has been baptized the International Interactive Information 
Network (R3i) and vill use information transmission netvorks already in 











existence. It will provide information directly to company data systems, 
vith each vork station receiving tailored data according to .ts needs. The 
CPCE expects the system tc be operational by the end of 1995 and will test 
it in a dozen companies prior marketing it. Besides increasing its value 
-added products and providing such personalized services as R3i, the CFCE 
is going to increase its collection of information, using foreign data 
bases more and developing existing data bases. Hovever, it will continue 
to provide “massive” quantities of information to a videly-dispersed 
population of users as vell as provide consulting expertise to help 
companies export abroad. (Dian I. 733-6286) 

(Paris LES ECHOS in French 30 Jun 94 p 2) 


Prench Car Makers Target Chinese Market--French car manufacturers are 
positioning themselves to take advantage of the Chinese automobile market, 
which is expected to grow by 50 percent by the end of the century, 
according to Guy Herzlich’s article in the Paris daily LE MONDE. Since 
there are only six vehicles of any kind per 1,000 persons in China and 1993 
production of private automobiles there was only 230,000 units, Peugeot 
anticipates a government-supported boom in the industry. Its Canton 
factory produced 25,000 Models 504 and 505 last year and the company has 
plans to expand this plant and build another, in an attempt to corner 25 
percent of the market by the year 2000. Renault has nearly completed 
negotiations with the Chinese authorities for constructing an additional 
factory and introducing other types of vehicles, such as minivans. 

Hovever, despite the progress so far, the “cooling” of the Chit.se economy 
has reduced consumer demand. Peugeot recently had to implemeat several 
days of layoffs and production slovdowns to avoid overstocking inventories. 
(Ruth H. 733-6284) 

(Paris LE MONDE in French 3-4 Jul 94 p 13) 





Government To Finance ies in China, Unblock Aid--According to an 
article in LIBERATION, the French Treasury has granted Fr604.5 million to 
China to finance French company projects there. The grant follows the 
signing of several Franco-Chinese contracts which vere generated during 
Industry Minister Gerard Longuet’s visit to China during the veek of 4 
July. During this visit, the government also signed two cooperation 
agreements on coal and telecommunications. The visit generated nine export 
projects and nine joint ventures for a total of Fr5 billion. However, 90 
percent of these projects are still in the letter-of-intent stage, even if 
some of them--for example GEC-Alsthom’s power station at Luohang I1--seem 
vell advanced, the article claims. During the visit, China proposed the 
creation of a French economic zone and resumed impurting French vheat, 
which was suspended when France sold Mirage jet aircraft to Taivan. 








After Longuet’s visit, the French Government decided to reinstitute 
foreign aid to China which was interrupted in 1993, reports Michel de 
Grandi in the )1 July LES ECHOS. The amount of the aid will be Fri.2 
billion this year and vill be additional to the Fr604.5 million reported 
above. However, De Grandi points out that the decision is “in principle” 
only, and that projects have not yet been targeted for the foreign aid. He 
also notes that the funds do not guarantee that relations betveen France 
and China have resumed as they vere before the aircraft sale, since the 











Chinese authorities vill expect France to prove its “constancy and 
determination“ to do business vith China. He notes Chinese Foreign 7 ade 
Minister Madame Vu Yi as chiding the French delegation that accompar:\+< 
Longuet, “When you make a decision, be firm, do not go back on it. tw 70% 
let yourself yield to your romantic spirit." De Grandi warns French 
businessmen that this advice applies not only to the French Government but 
to them as well if they intend to invest in China. (Dian I. 733-6286) 

(Paris LIBERATION in French 5 Jul 94 p 9; 

Paris LES ECBOS in Frencn 11 Jul 94 p 6) 


GREECE 


Turkish Pipeline Proposal Criticized--The Turkish proposal for an 
alternative oil pipeline from nevly discovered oil fields in Russia and the 
Central Asian Republics to the Turkish Aegean port of Enez (phonetic) 
undermines Greece’s plan to build a pipeline from Burgas to the Greek port 
of Alexandroupolis, Irini Kakoulidhou writes in the Athens daily I 
KATHIMERINI. Kakoulidhou claims that Turkey vants to preserve control of 
the oil flow from the Black Sea to the Mediterranean and vants to 
strengthen its strategic interests by restricting the flow through the 
Bosphorus, controlled by international agreements, and diverting it to the 
pipeline, controlled exclusively by the Turkish Government. Vhile the 
joint announcement of the Burgas-Alexandroupolis pipeline agreement by 
Russian President Boris Yeltsin and Greek Minister of Foreign Affairs 
Karolos Papoulias vas a “severe blow” to Turkish plans, Kakoulidhou claims 
Turkey vill nonetheless pursue the alternative pipeline project to counter 
Greece’s attempt at strengthening its presence in the area and its Greco- 
Bulgarian relations. (Rosa M. 733-6287) 





PIPELINE PROPOSALS 

















1. Greek-Bulgarian pipeline 
2. Turkish counter proposal 











3. Second Turkish proposal 
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(Athens I KATHIMERINI in Greek 3 Jul 94 p 43) 


Defense Industries in Trouble--Gcvernment-owned defense industries face 
critical problems despite state financial assistance, reports ar article in 
TO VIMA TIS KIRIAKIS. While the Munitions and Cartridge Company (PIRKAL) 
vas successful in lowering its 1993 losses to 10 billion drachmas compared 
to 17.5 billion drachuas in 1992, this was achieved solely by -incelling 
its debt to the Social Insurance Institute. The company’s annual report 
shoved that PIRKAL aiso has an inventory on hand which is double rhe value 
(12 billion drachmas) of its yearly production. Besides being difficult to 
sell, this inventory may not maintain its commercial value. Furthermore, 
PIRKAL is carrying a devut of 43.8 billion drachmas, a level which the 
article claims violates EU directives covering government-owned companies. 





The Greek Arms Industry (EVO) has similar problems. Its most recent 
annual report showed taat 1993 losses dropped to 11.55 billion drachmas 
compared to 15.5 billion drachmas in 1992. EVO also maintains a lerge 
30-billion-drachma inventory compared ts a yearly production of 5 billion 
drachma. EVO has asvets of 6.5 billion drachmas listed on its balance 
sheet from its 94-percent ovnership of PIRKAL. Hovever, experts question 
this inclusion given the latter’s poor financial position, the article 
notes. 


While the Greek Vehicle Industry (ELVO) and the Greek Aircraft Industry 
(EAV) companies appear in better condition "at least on paper,” observers 
cited by the article note they also face difficulties which can only be 
solved by “courageous action" on the part of the Ministry of National 
Defense. (Rosa M. 734-6287) 

(Athens TO VIMA TIS KIRIAKIS in Greek 26 Jun 94 p D111) 








Country May Meet BU Convergence Criteria--An article in TO VIMA TIS 


KIRIAKIS reports that the Gr ver’ ment forecasts it may vell meet EU 
convergence criteria as a result of Public Lav 2214/94 which vill increas< 
governme at revenues by 420 billion drachmas next year by broadening the tax 
base and imposing stiff penalties for tax evasion. Provisions in the lev 
which the government is counting on to increase revenues include, among 
others: establishing “objective criteria"--a comparison of the value of 











company or »ersonal assets to income declared--to determine taxable income 
of businesses and households, alloving tax deductions only on primary 
dvellings, raising the tax rate by 5 percent for incomes over 15 million 
drachwas, reducing the amount of expens2 deductions vhich have no ceceipts, 
increasing the tax rate cn privately-held stock from 35 to 40 percent, 
taxing company unearned income portfolios, tightening real estate 
transaction taxes, and collecting value-added taxes on illegaliy “upgraded” 
automobiles. 


The article notes that if 60 billion drachmas were to be deducted from 
these expected revenues to account for any “relaxation” in implementing the 
lav, the net inflow vould be 360 billion drachmas, considered close tc the 
EU convergence goal for 1995. The article warns, hovever, a failure to 
collect the above amounts means that additional austerity measures vould be 
“inevitable” next year. (Rosa M. 733-6287) 

(Athens TO VIMA TIS KiazIAKIS in Greek 26 Jun % p D2) 


ITALY 


Economist Details Employment Problems--Vell-known economist and member 
of the executive board of the General Confederation of Italian Industry 
(Confindustria) Innocenzo Cipolletta comments in IL SOLE-24 ORE that 
despite Italy’s labor market being one of the most rigidly regulated in the 
industrial vorld, it is also one of the most “flexible” because in no other 
industrialized country does “self-employment reach such high levels (40 
percent of total employment), or such a large share of the work force take 
on multiple jobs, or small business have such a large share of the market, 
or underground labor run at rampant." However, despite this “flexibility,” 
Italy ho.ds the record among industrialized countries for having the lovest 
proportion (40.6 percent) of its population employed or seeking employment. 





While efforts to counter Italy’s overregulated labor market and boost 
emplovment--such as training programs for the young and various forms of 
temporary vork--have opened the labor market to some extent, according to 
Cipolletta they have not changed tne fact that it is still based on 
guaranteed, unlimited, full-time employment. Any other form of employment 
is considered “atypical” and an exception to tie labor laws. Any such 
exception must have the approval of the unions and must be centrolled by 
labor inspection, tax, and social velfare offices. These tight controls on 
“atypical” jobs have made thote hired in this cetegory feel insecure and 
discriminated against, according tu Cipolletta. He adds that the ‘trict 
controls also have made businesses, espccially small businesses, reiuctant 
to hire for fear that government labor and tax agencies vould seek any 
opportunity to turn this “atypical” employmenc into full-time employment, 
vith all the costs that entails. To reverse this trend and provide relief 
to employers, Cipolletta suggests revising Italy’s retirement laws, which 
are among the most generous in the EU and contribute greatly to the 
national debt, and alloving other forms of employment outright, without 
restrictions. (A>illa B. 733-6283) 

(Milan IL SOLE-~~24 ORE in Italian 28 Jun 94 p 6) 
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rian Gas Ends SNAM’s Acquisition Campaign--The National Gas 
Pipeline Company (SNAM) has just signed a contract with the Algerian 
Sonatrach gas company for the purchase of an additional 40 billion cubic 
meters of liquified natural gas (LNG). This additional amount of LNG vill 
cover Italy’s total gas needs until 2005, and SNAM’s president, Vittorio 
Meazzini, said that as a result SNAM no longer needs to search for more 
suppliers. The same situation applies to methane gas, which is used in 
thermoelectric plants, because the National Electric Power Board (ENEL) has 
decided to purchase 4 billion cubic meters of methane per year directiy 
from Sonatrach, a quantity sufficient to cover the needs of several years. 





Meazzini said that despite this relative security, Italy must be 
vigilant and that SNAM will pay close attention to all international 
developments in the gas industry, to ensure that it will be ready for nev 
contracts to cover future needs. SNAM will also diversify its suppliers, 
not only geographically but by methods of transportation. The price agreed 
on for the LNG was not disclosed by either SNAM or Sonatrach but is 
believed to be in line with that charged by Algeria in its long-standing 
contracts with France, Spain, and Belgium. (Anilla B. 733-6283) 

(Milan IL SOLE-24 ORE in Italian 23 Jum 94 p 1.5) 


PORTUGAL 


Telecommunications Merger Completed--An article in SEMANARIO reports 
that the Telecom Portugal, Telecommunications of Portugal (TLP), and the 
TDP (not further identified) companies’ have merged as a first step in 
privatizing 25 to 30 percent of Portugal’s government-owned 
telecommunications industry. The newly-merged company will be called 
Portugal Telecom (PT) and its partial privatization is slated to occur in 
April/May 1995. Germany’s Deutsche Telecom and France’s France Telecom 
companies, which have agreed to a future cross purchase of 20 percent of 
their shares, is interested in buying into PT, as is Britain’s British 
Telecom firm in alliance vith a U.S. partner. The privatization process 
vill allow competitors to purchase a maximum of 5 percent of PT’s capital. 
However, it also allows any such operator to form subsequent alliances, in 
which case their ownership may rise to 10 or 15 percent. (Rosa M. 733- 
6287) 





(Lisbon SEMANARIO in Portuguese 25 Jun 94 p 31) 


EU Provides Energy Financing--Portugal will receive 100 million contos 
from the EU’s energy program to support a number of energy projects between 
1994 and 1999, reports an article in DIARIO DE NOTICIAS. The funds will be 
used to build more natural gas and electricity facilities, encourage the 
development of renewable energy sources such as water and wind, promote and 
support investments in energy efficiency, and carry out technical 
assistance operations. According to Luis Filipe Pereira, state secretary 
for energy, the government’s goal is to acquire from 70 to 100 megawatts of 
energy through wind sources and 120 megawatts through water sources in the 
next five years. Of the total package, 30 million contos will be devoted 
to the development of natural gas facilities, ranked as a European Union 
priority. (Rosa M. 733-6287) 

(Lisbon DIARIO DE NOTICIAS in Portugu se 2 Jul 94 p 2) 
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TURKEY 


Prige Minister Ciller on Interest Rates--Prime Minister Tansu Ciller, 
in an address she gave to a True Path Party meeting, characterized Turkey’s 
status prior to her government’s enacting an austerity economic program on 
5 April as being the “last socialist country." She added that, because of 
her economic program, the country had been "saved," reports an article in 
the economic daily DUNYA. Ciller also stated that she would continue to 
support the industrial sector “until the end" and that interest rates in 
the coming months would be decreasing. She added that exports have been 
rising rapidly and that she expects the current account deficit of $6.7 
billion to be wiped out by the end of ths year. Further, Ciller stated 
that the government will provide a $l-billion credit line for exporters to 
encourage further exports “as soon as possible." As for supporting grain 
farmers, she concluded that the government gave as much money as possible 
to them, “even money it did not have." (Ender C. 733-6285) 

(Istanbui DUNYA in Turkish 8 Jun 94 p 3) 





Cooperation With Israel Gaining Momentum--Turkey and Israel continue to 
strengthen economic ties as trade between the two countries is expected to 
reach billions o< dollars within the next few years, according to an 
article in the Istanbul weekly NOKTA. Israeli-made products such as 
chemicals, armaments, and telecommunications equipment are finding ready 
markets in Turkey. Earlier this year Turkey signed a contract worth about 
$50 million annually with an Israeli chemical company. Feasibility studies 
are also under way on a project to ship water from Turkey to Israel. 





Turkish companies are competing to find their niche in Israeli markets, 
and are planning cooperative ventures for third country trade. For 
example, Israel would export to Arab countries and the Central Asian Turkic 
Republics via Turkey, while Turkey in return would trade with countries 
having good relations with Israel, such as Portugal. 


Turkey-Israel Cooperation Council chairman Morris Reyna is playing an 
important role in the new relationship. Recently he initiated lobbying to 
reduce trade risks and customs duties on both sides. According to Reyna, 
Israel provides a a very good market for Turkish textiles. However, an 
Israeli trade fair organizer says that Turkish textile firms are quite 
reluctant to participate in trade fairs held in Israel, observing that 
despite very reasonable prices for textiles, Turkish producers are 
unvilling to export to Israel because of high customs duties. Besides the 
high duties that Turkey pays to Israel, Israel pays a very large amount to 
Turkey. Both Turkish and Israeli producers hope to have tariff reductions 
in effect as soon as possible. (Ruth H. 733-6284) 

(Istanbul NOKTA in Turkish 12 Jun 94 p 56) 


Auto Industry Asks For More Tax Breaks--Automobile manufacturers have 
found the Turkish Government’s decision to lower the value-added tax (VAT) 
from 23 percent to 1 percent on automobile barter agreements 
"insufficient," according to an article in HURRIYET. The manufacturers, 
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who have “urgently” asked Prime Minister Ciller to lower the tax burden on 
the automotive industry, want the government to: 


* Temporarily lower taxes on the automotive industry from 15 June to 
30 July. Lower the VAT on commercial vehicles from 15 percent to 5 
percent, on personal automobiles from 23 percent to 15 percent. 
Additionally, lower the sales taxes on second vehicles from 12 percent to 6 
percent for personal autos and lift it completely for vans. 


* Provide a credit line of $100 million from the Eximbank. 


* Lift the point-of-sale collection of VAT on monthly installment 
sales. (Ender C. 733-6285) 
(Istanbul HURRIYET in Turkish 9 Jun 94 p 7) 


ECONOMIC BRIEFS 


Franve --Singapore’s Navy to purchase Mistral surface-to-air 
missiles for coastal patrol fleet...contract believed to 
total several hundred million francs...Matra-produced 
missile systems already operational in 15 countries. (LE 
MONDE 22 Jun 94 p 13) 


--Bull computer company signed agreement to buy majority 
share of South Africa's Information Technology Services; 
Movwipe Investment Group, composed of South African black 
businessmen, will also own “significant” share...buyout to 
take place by year end. (LE FIGARO Le Fig-Eco supplement 6 
Jul 94 p I) 


--Francois David to assume presidency of newly privatized 
export credit insurer Coface...David, currently 
Aerospatiale’s director general for international affairs, 
vorked in several government cabinets, offices, including 
as director in Foreign Economic Relations Directorate 
(DREE) during 1987-89. (LIBERATION 7 Jul 94 p 9) 


Greece --Consortium of Italian, Swiss banks sign loan agreement 
vith Public Power Corporation (DEI) in London...funds to 
be used to complete fifth uait in large Kozani electric 
plant comp'ex. (TO VIMA TIS KIRIAKIS 26 Jun 94 p D7) 
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